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My name is Dave Moertel. | am the Manager of Electronic Commerce for the Mayo Foundation. Itis
my pleasure to appear today on behalf of the Mayo Foundation and a number of other health care provider
organi zations before the Subcommittee on Standards and Security of the National Committee on Vital and
Health Statistics (NCVHS). | would like to thank you for the opportunity to testify. My statements will
respond to the questions that have been proposed by this panel —“Reporting of industry’s early
experiences with HIPAA implementation”.

1. Haveyou or your organizational members performed a gap analysisto compar e the data you
already have available electronically with the data that are contained in the HIPAA
transactions. If so, what gaps ar e ther e between the data elements you collect electronically and
what iswithin the HIPAA X12 837 Claims/Encounter Transaction I mplementation Guide?

Mayo created a HIPAA compliance team that focused on reviewing the HIPAA implementation guides.
The team is also creating a gap analysis comparing data available electronically with the data contained in
the HIPAA transactions. They found a large number of new data requirements and have determined that
the infrastructure changes required to be in compliance are extensive. Based on this analysis, we
convened a meeting of provider organizations, provider associations, and representatives from HCFA to
review thislist of elements. In addition to the Mayo Foundation, the group includes representation from
Park Nicollet Health Services, Health Alliance, Allina Health System, Medical Group Management
Association, Carle Clinic, Superior Consultants, Cleveland Clinic Foundation, Ascension Health,
Fairview, Ochsner Clinic, American Academy of Dermatology, University of Alabama Health Services
Foundation, University of Kansas Medical Center, Cape Girardeau Surgica Clinic, American Medical
Association, American Hospital Association, American Dental Association, the National Uniform Claim
Committee, as well as the Health Care Financing Administration. The group evaluated the Mayo analysis
and determined that the gaps identified were common issues for the provider industry. The tables of these
Issues are attached in appendices A (837 Professional Guide) and B (837 Institutional guide). After
reviewing the issues we went through an issue prioritization process and found that 29 of the issues from
the Professional Guide and 15 issues from the Institutional Guide were considered priority 1 or high
priority issues.

All of these issues are attached to this testimony. Instead of discussing each of the more than 40 issues
individually at this meeting, | would like the opportunity to work with someone from the Subcommittee at
another timein order to explain all of the issues and recommendationsin detail.

2. lIsthisgap abarrier for you to implement the HIPAA 837 standard? If so, what areyour plans
toresolvethebarrier?

The high priority items on our list are issues that create barriers to the implementation of the HIPAA 837
Standard. Even the low priority issues when viewed as awhole create a barrier.
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In our provider group discussions, a common question was whether or not the new required data elements
reflect a universal business need for the healthcare industry or are the requirements expressed by asingle
payer or state agency. A maor issue that arises from the universal transaction philosophy is that the
burden then falls on the provider for reporting all the requirementsin the claim transaction. A given
provider is now obligated to provide required elements, on al claims, to all payers even though none of
the provider's business partners may need the element. Those payers who don’'t need the element for
processing the claim will need to maintain the data element so they can either passit back on aremittance
advice or passit on to a secondary payer as part of the COB process.

Our provider group believesthat if the elementsin question are not currently necessary for the billing of
services, the elements should not be required for HIPAA implementation. It appears that some of these
data elements do not reflect a universal need for the healthcare industry or they are the requirements
expressed by asingle payer or state agency. The HIPAA 837 Implementation Guides were developed for
the purpose of reporting claims services from providersto payers. If the inclusion of some of these
elements was to fulfill other needs (e.g., state public health reporting) they should not be required data
elements to be reported on claims transactions. In fact, our Provider Group supports the position that the
837 standard should be utilized as the transaction to report data for public health purposes, however, we
believe that a separate implementation guide should be developed to fulfill those needs.

The group believes that in order for administrative simplification and the health data standards addressed
by the Health Insurance Portability and Accountability Act of 1996 (P.L. 104-191) to be successful, some
of the data elements in question are going to require some compromise. Often times there are other more
widely accepted methods for capturing the same information. While the law provides the framework for
administrative simplification, significant work still lies ahead for all those involved in these transactions,
the modification of the standards and the implementation guides, the review processes needed to establish
uniformity in the use of standard transactions, and overseeing and updating the process as needed.

Asyou may know, electronic data interchange (EDI) involves the exchange of information not only
between parties (trading partners) and their computers, but also between business applications. When
communication is exchanged electronically, each party reformats its outbound message from its internal
processing format into a standardized dataformat. This processisreferred to as datatrandation and is
performed for both inbound and outbound data. For example, the trading partner that receives a
standardized-formatted el ectronic message translates the incoming message into their own internal format
before processing the message in its application system. By using a standardized message, including
uniform data content, organizations can communicate effectively with each other.

As the implementation date of these standards moves closer, the implementation guides that have been
developed for the transactions must be adopted consistently across the industry. Our group believesit is
unreasonabl e to expect that every provider in the nation will be required to modify their system and
collect and report certain datain order to accommodate a single or small number of payers. We found
that in many of the cases, it may be impossible to collect the required data element information.

Furthermore, our analysis found that in some cases providers would have to make modifications to their
systems to comply with the requirements of the new standards. In other cases, we believe an industry
review must be done to identify the percentage of the industry that requires certain data el ements. If that
percentage is low (based on the number of payers and/or volume of claims), then the requirement should
be removed.



In addition, we found that there are other data elements that are required due to certain state law
requirements (e.g. Indiana Medicaid). This means that every provider in the county is required to report a
certain element even if only one state or payer requiresthe data. This defies the purpose of HIPAA,
which isto create a universal national standard. These types of requirements need to be eliminated. With
the establishment of the DSMO process, we believe that future requests to fulfill the requirements of an
individual payer or provider will not be accepted.

Our planisto send all of our issues through the DSMO process for review. Our concern is that the DSMO
process is set up to handle issues with new versions of the guides. We are seeking immediate relief from
the Secretary this year. The cost of compliance with the current data requirements will impose substantial
financial risk to the healthcare industry. 1f the DSMO processis utilized, healthcare participants will be
required to make costly infrastructure changes to be in compliance with data requirements indicated by
the current implementation guides. Asisindicated in the law, the secretary may adopt a modification any
time within the first year if the secretary determines the modification is necessary to permit compliance
with the standard.

3. What other implementation issues do you have with any of the other HIPAA standard
transactions, and what are your plansto resolve these issues?

Many of the organizations that we are working with are following the proposed implementation schedule
that has been outlined by the WEDI — SNIP process, therefore, our focus has been on the claims
transaction. However, we intend to analyze al of the other implementation guides, and certain code sets,
in the order in which they were identified in the WEDI-SNIP implementation schedule. For example, the
remittance transaction may not pose as large of arisk to the provider community because the onus seems
to be on the payer when it comes to transmitting the data content. However, the group has discussed some
problems with the claims adjustment reason codes and CAS reject codes.

The claim adjustment and service adjustment segments provide the reasons, amounts and quantities of any
adjustments that the payer made either to the original submitted charge or to the units related to the claim
or service(s). The standardized list of claim adjustment group codes (OA, CO, CR, Pl and PR) are to
provide explanations of the liability of the financial adjustment to the claim or service line. Asaprovider,
use of OA (Other Adjustment) makes it difficult to ascertain the liability of the provider or patient. Use
of PI (Payer Initiated Reductions) can aso be difficult for providers as it implies to our patients that the
provider should be taking a reduction to the payment, even though the provider is not legally obligated to
do so under a contract or government regulation. Although the implementation guide does recommend
that payers should avoid the OA group, it does not prohibit payers from using that group code.

The CASregect codes, 16 (Claim/service lacks information which is needed for adjudication.) and 125
(Claim/service adjusted due to a submission/billing error(s).) are the most oblique for providers and will
automatically require afollow up phone call if the proprietary information is not also transmitted by the
payer and thereby understood by the provider.

The group has also discussed the provider taxonomy codes and we believe that there will be problems for
providersif required to report them to payers. Providers and probably payers will face costly
infrastructure changes if they use the provider taxonomy codes because the list is extremely granular and
out of date. Payers are asking providers to report information (e.g., provider specialty) that should already
bein apayers system. Thisisan adjudication problem with the payers systems. There are other ways to
identify specialty instead of putting the burden on the providers. For example, a physician could be Board
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certified in several specialties or subspecialties. Thisis certainly true for the Mayo environment. It
becomes a big problem for the billing department because they are responsible for submitting the claims.
They may not know which specialty to submit for the services. Provider specialty is not currently
reported and should not be arequired HIPAA data element for providers to report in the future.

The group determined that the NDC codes will present major problems for both professional and
institutional claims reporting. Not only isthe 11 digit length of the NDC an issue, but the mapping of the
J codes to the NDC codes would be amanual process in the clinic setting. Training, of course, would be
necessary for clinic personnel to identify the NDC code for each drug supplied to each patient and this
responsibility may go beyond the scope of the personnel’s licensure or training. In addition, how would
drug “mixes’ or “cocktails’ be handled? Would separate NDC codes be required for each drug or would
only one drug be identified. When mixes or cocktails are used, would the clinic or hospital then be
considered a manufacturer? Would they need their own manufacturing code? There are a number of
guestions that have come up and | have attached some of our questions as appendix C. The provider
group has concluded that the NDC codes should not be used for professional and institutional HIPAA
claims reporting purposes.

4. Arethereother implementation issuesi.e., the X12 formatting or structure; HIPAA education;
industry and gover nment communication? If so, what arethey and what areyour plansto
resolve them?

The provider community faces a significant education issue. The issues that we have outlined are known
to the members of our HIPAA Provider workgroup, but what about the thousands of providers and their
vendors who don’t know about the gaps that we' ve identified and the extensive infrastructure and practice
changes that will be required? For many of the providers, who do become aware of the issues, they may
not have the financia resources to make the required system changes necessary for compliance. We view
the X12 formatting and structure as simple mapping issues. The bigger issue is having the data available.
The gaps that we have identified will require significant changes throughout the providers system. This
will have to begin with the physician, nurse or paramedical staff who is charting the information and
would need to be carried al the way through to the patient accounting system.

On behalf of the Mayo Foundation and the other participantsin our group, | would like to emphasize our
shared commitment to advancing standardization and administrative simplification. However, there are
several issues that we believe need to be addressed. The following points summarize my statement and
recommendations for achieving the goals intended by administrative simplification:

e The group evaluated the Mayo analysis and determined that the gaps identified were common issues
for the provider industry. A common guestion that was discussed was whether or not the new data
elements that are required reflect a universal business need for the healthcare industry or are the
requirements expressed by asingle payer. The group believes that most of elements that we are
concerned about do not reflect a universal business need.

e TheHIPAA 837 Implementation Guides were developed for the purpose of reporting claims services
from providersto payers. If theinclusion of some of these elements was to fulfill other needs (e.g.,
state public health reporting) they should not be required data elements. In fact, our provider group
supports the position that the 837 standard should be utilized as the transaction to report data for
public health purposes, however, we believe that a separate implementation guide should be
developed to fulfill those needs.



In some cases providers would have to make modifications to their systems to comply with the
reguirements of the new standards. In other cases, we believe an industry review should be done to
identify the percentage of the industry that requires certain data elements. If that percentage islow
(based on the number of payers and/or volume of claims), then the requirement should be removed.
There are some data elements that are required due to certain state law requirements (e.g. Indiana
Medicaid). This means that every provider in the country isrequired to report a certain element even if
only one state or payer requiresthe data. These types of requirements need to be eliminated. This
goes against everything that HIPAA istrying to create (i.e. auniversal national standard).

We are seeking immediate relief from the Secretary this year. The cost of compliance with the current
data requirements will impose substantial financia risk to the healthcare industry.

Providers and probably payers will face costly infrastructure changesif they use the Provider
Taxonomy codes because the list is extremely granular and out of date. Payers are asking providers to
report information (e.g., provider specialty) that should already be in a payers system. Provider
specialty is not currently reported and should not be arequired HIPAA data element for providersto
report in the future.

It was determined that the NDC codes will present major problems for both professional and
ingtitutional claims reporting. The provider group has concluded that the NDC codes should not be
used for professional and institutional HIPAA claims reporting purposes.

Our planisto send all of our issues through the DSMO process for review. Our concern is that the
DSMO processis set up to handle issues with new versions of the guides. We are seeking immediate
relief from the Secretary this year. Asisindicated in the law, the secretary may adopt a modification
any time within the first year if the secretary determines the modification is necessary to permit
compliance with the standard.

All of these issues are attached to this testimony. Instead of discussing each of the 40 issues
individually at this meeting, | would like the opportunity to work with someone from the
Subcommittee at another time in order to explain all of the issues and recommendations in detalil.

Thank you for this opportunity to present the views of this provider group. | would be pleased to respond
to any questions that you might have.
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